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WHAT IF THERE WERE No M^NEY? 




^HAT IP THE 0£ANS SEU-EP- PIPN'T WANT AnV oP THE THIN6S VOU MAD TO TKAPEP 





/^NP WHAT WOULP YOU OFFER T1H£ V£NPIN(7 MACHINE- IN &XCMAN6E FOR A SOPA? j 




fliaRTEK REQUIKES A "COfNClPENce OF WftNTS." 
T>WS, FOR BAETB? TO TAKE PLACE A 
PERSON WANTING TO TEAPe, LETS SAiJ 
A TEXTBookL FOR A fAlB. OF JEANS, 
MUST RND SOMEONe WILLING To 
PACT WITH THE JEAfJS IN EXCHAN&e 
FOSE. A Te><TBCOK , 




*l?HAT3 RI&WT; IT MISHT TAKG XEARS TO 
FINO SOMEONE WHO WANTED THE 
ITtM you WANTeO Tt) TRADE AWAy . 




T?INP1NS A ElAPTER PARTNER MIGHT 
REQUIEE A LOM& SEARCH . 




€>0, BARTER IS TrME -CONSUMING; 
IN FACT, ITS FPOHI&iTH/ELV TIME - 
CONSUMIWe. So IF THERE WERE MO 
MONEy, PEOPLE WOULD BE FORCED 
TO BE MUCH MORE SELF-SJFFICieNT 
THAN THey ARE NOW-- THAT IS, 

THey WOULD Tey to produce Nvwy 

OF THE THINGS THEy WANT, INSTEAD 
OF ACQUIRING THEM FPDM OTHER 
PEOPLE. PEOPLE (N COLD CLIMATES, 
FOP- EXAMPLE, MIGHT TRY TO GROW 
TMElE OWN BANAMAS. 



IF YOU THINIC THAT VINE 
WILL GROW IN BUFFALO, 




*vrMgN,-nx), peoPLC might Tiey iti produce 

THEIP. CWN DMEy PRODUCTS. YOWO 
HAVE PEOPLe TRVIMG 7& MILK COWS 

WHO don't know cwsje eND OF The 

AN'MAL FROM THE UDDEP-. 



^\nD, can VOU imagine how FtoOfS. THE 
aUALITK W3ULD BE IF PEOPLE "nEieP 
TO PRDDUCe THErP- Ol^/N COMIC BCOtCS, 
INSTeAD OF LETTINe THE EXPERTS 
WEITE THEM? 




V/klY DOES PIVISION OF LABC*2. LEAP Tto A HtSHeP- STANDARD OF LiVit^G foR OUR SoCteTV? 
TH6Ee ARE AT LEAST TIW ANSWEPS. FIEST, By SRECIAUZING IN CEKTAtN TAS|c&, 
R^OeK TWJ TRyff^ TO PHSDtJCE EVEETTHlN©, FEOPlF BeCOMg MORE APePT AT 
TMOSe TASKS AND, TMEgeF&R£. MORE FROCXJCTIVE ■ 




g)ECONP, eCDNOMieS OF SCALE pevEUOP. AS THE iiSE OF SPeCLALIZED M^INef^ 
^ivWES PROPUCTIOM eVEN MOEE eFFrclENT. WITH ECOAlOMlES OF SCALE, TM& 
PeE-UNIT COST OP PRODUCTION GOES PCWN AS VPU ffaPCUCS MOPE ■ 




\53e NOW UNDERSTAND C>e^ CF TWE IMJOR USES OF MOrJEY IN SCXHETy. MONEY SERVES AS A 
MSPIUM OF exCHAr-JGE— THAT 1&,IT5 WHAT WE USg ID BUV 7mNGSWITH,A>JD TO SELL THINGS FCp. 




( THINK I'LL USE SOtAB OF 
THIS MONey TC) GeT t^ 





OWf+oO" PRoFEFariES MUST MONEY l4Ave iM OW>eR TO SeRVE AS AN ePPE-CTWB MEDIUM 
^^Cf= £XCHANGer First OF AU-, IT MUST BE ACCEFTABce To PeoPLG WHO WANT TO 
SELL TH/NGS . SELLERS MUST ee- COMFIPEMT THAT TWE MONEV THE/ ACCEPT 
FROM VtXJ WILL BE ACCEPTABLE TO THE RSDPLe FKoM WHOM THe>; IN TUPN , 

VWarJT IS BUY TWrr-lGS , 




^JiyHAT IF THE SAME MO^JeY »*-eRE NOT ACC&FVAEL£ EVHEyvvMEPE IN THE COUNTRY P 
Suppose TKAT TWe MONEy THAT OfZCULATEP (N Nav >OCK WSIE WOT AO^EPTABLE 
lb CAliFOENIANS, AND THE MONEy TT4AT CiacUUrtfE'D IN CAURpRAilA WERE (sKTT 
ACCePTTK&CE' "TO ftJEl*/ yOPttEKS . Netv VOR*:£BS lAOULP have TBOU&t-E BUYING 
ITEMS F=EOM CALIPORN^^ , CALiPOBNjaNS WOULD H/VE TWDUBLE BUyiHS THIWGS FROM 
NEW KJRK. AND RESID&MT5 OF BOTH STATES WOULD HAV& A UJWEP. SrANPmep oF uviNS. 



^ NATION'S WONEY IS flCaPTAPLE THROOgMOOT |TS COOMTRV. POT |F YOO WANT 
TO POV THINGS |N ANOTHER COONTRY. YOO HAVE TO 0S6 THAT NATION'S MONEY. 
FOR EXAWPIE, IF AN ITALIAN OPERA SINgER GOES TO SEE A POtTOR iN THE ONlTtP 
STATES, HE HAS TO PAY iN POLIARS, NOT |N EORO. 




^.-mouaw MONgy must && 

'*^CeFTABLe AS PAYMeNT 
POP. ITEMS THfl.r WB IM^WT TO L** 
etiY, MONEY DO^ NOT HAS^E /-Ti 

INTEJNSIC W\UJe— -mAT IS, IT 

Does war have tc> consjst 

op SCDMFTHINO THAT HA;& 

wAL-ue (N ITS OWN right; 

APART FKOM ITS USE AS 

A MEDIUI^ OF EXCHANGE. 



NW/ AS VVeUL- SPENP 
JT; THERe'S NOT MUCH 
ELSE TO DO 
WITH IT. 






CiNeARuep.-nMe5.,THouGH,FlsoPLe- pid use 
T/PES OF Mowey THAT HAP IWTElN&IC 
VAUJE. THE ANCIENT CHINGSe OSEP 

CHfSSLS AS MOiey, 




©TueR. socieTies have usee ptsw as 



differ OTHERS KWE USED CATTLE AS MONey. 



T(P WAS N/O 
BUM 




^^D, OP ccuRse, M«>wy soriETies 
USED eouC' ooifws . 


HAVE 


fee'' 




^5^^^t, 


r THEy COUUDN'T 
VTHINK Op ANypUN 

■7x.AeouT us. 



<KjHy [3p WE ND LOMoeR USE SUCH lTe^f^& AS MOMe-yp 




^ 



.WERrNG TH^rr question W1UI_ help us UMDeRSTAND SOME" OF THE CTHBB. pa^l-TcE i les 
HAT MONey SHCUU) HAve IN ORDEK TO SEEVE AS >W eFFSiTlVE ^AEP^UM OR B41HAN&e . 




CSbjl.,RRSt of all, how woulo 
)tXJ Mfi^CE 0*ANG£ IP SOMEONe 

Bought less twan a chisel's 
worth of whatever. you 

VVejae SELLING? 




■>IN& CATTi-B ASMONEV WDUU? CRevTE THE SAMe PROBLEM. 




\^ONEy MUST BE Divisible-- 4s THG-CDllAP. is Pivisi&lE into malp COLLAPs,QuApreF.s, 
plMES, NICK£L5, /V^D reNNIES -- ANO MANY OF TWe ITEMS USED AS MONEV IN 
e^FJJER. ERAS W6Re NOT Plvl-SI&LE. 





THE IJNITED STATES OF AMERICA 'Mr 




o 



.rT ^Vigra LD^^tjrcjTilT^- 







ffiONey MUST ALSO BE POCTABLH— THAT IS, JT HAS To &e 30MFrHIN& TUAT CAN BE MCVED 
ARoUNC, IN ORI5GTZ. TO BUT THiNes, /WsID THE rTEMS VveVE BEEN UX5KJN& /iT 
ARE NOT VERY FtoRTASLE . 




I^ONEy MUST ALSO Be FUNGIBLE. NO, THAT DOESfjY MEAN IT HAS To BE ABLE To SROW 
MOLD; IT MEAHS THATCNe UNIT OF MONEY MUST Be lNTERcmN6eABL£ FbR >VJCrTHEP~. 
CMISEL-S, FISH, ANP CATTLE PONT MEET 1X13 ReQUlt£eMeNT. 




MONEY MU5T BE FUhJeiBLE BECAUSE BEStDES SEEVIM3 ASA MeWUM OF ExaV^GB IT fiiSO 
SEEvESAS STflNDAEP OF vAUte-TUAT IS, AS A UNTT IN WHICH VVE CAN MEA5U(2E" 
Ttig FRJCES <Jg- VALUES OF MANy CiFFEE-E/JT THINGS. 




'Sm MONEY THAT vVe US6 IS FUNGIBLE. ANY 
DDUUAK. IS HOfZTH THE 3WE /^S ANY OTHER 
DOLLAR. OLD AND IMDCN BILLS ArtP COINS 
ARe V\ORTH PRECISety THE SAhrte 
AMaJNTAS CRISP AND SHINY MBV ONES. 




tSiorJEY MUST ALSO BE PELATIVELV STABLE IN 
VALUE, AND PTEMS SUCH AS CATTLE ANP 
FISH PONT MEET THAT PEQUIREMENT-. 




?Hy MUST MONEY BE BELATIVEiy STABLE IN VALUE ? ONE ANSWEIS IS THAT IN ADblTON TD 
iRVIN6 AS A MEDIUM OF eKCHANfee" AND AS A STANPACD OF VALUE, MONey ALSO 
I SERVES AS A STOP^ OF VALUE— Tt4AT IS, AS A wAy OF STCRING UP PUF31MASI N(B> 
|p3v'eR,SToRlN& Up FUeCH^SINtS- POiVBP- IS WHAT >OU CO WHEN >OU SAVe. 



lOME TypES OF MCWEV TH4.T WERE USED IN TUB 
>T WERE ^DT V&Z/ EFFECTIVE IN PERFORMING 
MONEYS POL-e AS A STCKZE oF yALUe . 




W'^PLe"^ip"£c»^ETY^"oFMcwiy 

TDD LONe,1Hey M(6HT F/ND that THBfS- 
S^WNGS H&D ACTUAuy DRlEP Uf. 




\Sfe:lBE ALL R4M(L(AE W/TW THE OarJS AND 

fafek Mcwey th*.t we use as nwney icwy 




©UT THATfe JUST ONE KIND OF MONEY W£ USe IN 

Twe UNrreo states, the kinc we k^ep in cxje 

fbcKiers AND CAN SPenp in STCTSes AND 
KeSTAilEANTS,NEWSSTAND3,AMD MCME. TH&irreKS. 
MOST OF THE U.S. MONEY SUPPL-V CONSISTS 

OF Something ELSE, Hovvev^R.TWE majoeitv 

OF THE MONEY |N THE UNiTSD STATtS CONSISTS 
OF -mE- AMOUISTTS THAT PEOPLE AND BUSINESSES 
HAVE IN CHECKiNG ACCOUNTS. 




\52neN you use a check to BJ/SOMBTMJNC^^ yOU-pe- TeLUN& >t)UE. EANt: 7& TAK£: 
MONey FPOM VDLlP. CMECklNG- ACCOUNT AND SENC- IT TD TME CJTH&R 
PeRSO^J3 CHeCKJN& ACCOUNT. 





^ Q MERCHAMT^ Bfc»C ij 



BANK 



iy«/M/^lli 



; TEENAeER-S BANK ]j 



'U'HE VALUE OF TRANSACTIONS 
FOR WHICH CHECKS ARE 
OSEP IS MUCH LARGER 
TMAN THE VALUE FOR WHiCH 
COGRENCy IS USED. 




<i?HATfe BECAUSE CHEOCS M*We SOWE MAJOR ADWANTT^GC^S OVER 
CUERENCV. ONE AOVAt^A&e IS aAFGT/, IF XXl LOSE CASH, ITS 

GONS.BUr IF -jOU Lose A CHeClC,VtXJ HAVeNT LOST XXIf^ 
MONEX WtJfCH IS IN TCUR ACCOUNT IN THE BANK ■ 




^WOTHEP. ^OVflHTAG^ IS, 

coNve/vieNCE . th/nk, rdr. 

BXAMPLS,OF HOV MUCH 
&4S(GP. IT IS TO M-AJI_ 
SOMEONe A C+HECtC ftDR. 
N9-W THAN 7& WAIL THE 
a^Me AMZJUNT IN CA5H . 



5kso, 



1 A CHECIC IS FBXJI^ TMAT >OU H<Ve MAPe A PAVMENT. 

BUT IF -yOu MAIL CASM TO R*.Y A Bluu, VtXi HAVe" NO PODOF 
THAT >CU SeNT IT. ' 




GHECKS offer AfJOTHeP APWO.NTAGe: TMEy MAtCE MONEV gXTRS^ELy FbKTABl-P BSZAUSE 
W MONB' EXISTS SIMPLV AS A B«D»ckeEP,Nfi ErsfTEy ATA EANKS^cS^XifE^ 




C>E5P)TE THEse AfcVAMTASES, TTIE COST OF P[aDce&5lrJ(S. CM0^K& MAKES THEIR Use 
UNECONOMICAL FtoP- SMAU- TRANSAd-Tlor-ls . 



WANT >OU TO CHa>i- OUT 
THE NEVVS STDWeS,rJOTW*?iTe 
ME A CWB:;^i.TVe PAPER COSI5 
ONLV 50 CBN 






7>OUSH. WHEN 1DU CHAPGe 

Something witw AoaEPircARP 

you AKE SiMH-y PPOMIS/Ne- 
T& R»,y FtJR THE tTGM AT A 
UATEP- OiTE, AFT£K. >OUR, 

cKeprr card biul /jaavEs. 



CA^J USE THE FEN THAT 

Bought wrrHA^iBEDrr 
CAP.O TO ivErr^ the cyieiK 




K/g HAVE SEEN THAT CUEKOJCy 
AfJ[> WHAT IS HELCj iM 
CHECKING ACCOUNTS AR^ 
foTH KlNC^S OF WONE/ AfJD WE 
KWOW THAT tvE MXILD ALL 
LIKE TB hlAvE MO(?E MONE/. 




\jtoes TH«T MEAN THAT S/ER^CNe IvCULD 6E 
eeTTEP- OFF IF WE. AU. HAD MORE MorCV P 



'C'he AHswee mav suRpj^ise >fcu. ir fc 'wo." 




*(?(* 7>^tNeS THAT DO HAVE INTEINSIC I'AlUE .ARE TUB OocOS ANP SeRViCES TMAT CUR. 
MEDtCAI- SGl^-Vices.. 




IIf there's tco Much monev 
/ipaouND IN RELATION To THE 
NATION'S OUTPUT oF GCODS ArJD 
SEEvrces, the pesult ca^/ ee 

INFL-ATIOM — that IS,A(3ENaMl, 




WJJHEM PEOPL-e HM/B MORE MDNEV To SPENP AND THE M^LUME OF 6CCPS AND SeRVICfi^S 
poesN'r INCEEASe AS FAST, SELLEBS FIND THAT TWey CAN KAISe PRKieS AND Seu_ 
AS MUCH AS THE-y CIO BEFOfZE - 




(INFLATION CAN Be BAP fcXS. SEVERAL EEASOWS. 
OME IS THAT IT (JNDeKMlNes THE WAUIE OF 
people's SAV/N&S. ^ ^ 



,LSo, INFLATION IS UNFAIf^. (N THAT IT VWt^S 

Some FE'OPLe k\ocse off because theie 

INCOMES don't Rise AS R^ST AS PElCes . 




FJLATION ALSO HURTS PEOPLE WHO l_£NP 
MONEY AT INTtBEST FS^TES THAT OOhJT AT 



^lAPlPLy PISINe PRICES ALSO CAN CREATE A 
MOOD OF UNCEBTAINTy THAT CftN PfSCCXJEAGE 



KVEE TME.THE UNCEETAINTy AWP 

FEfifi CAN iMAP TO A easiness 

CCMNTUfZN . 




BVSiNESs omo 
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tfSHILE Too B4PIP GBDvvtH IN 7>JE MOMEV 

SUPPLV IS A PAN6EK TD THE feW-TH OF 
THE ECOMOMY, TOO SUDtV GfSOWTH (N THE 
MONey slipflvalso Ptoses a THReAT, 




SlF rnefc£ isN'r eNcxi6H Mowey in the economy, 

FfeOFLe WON'T BE /(giE Tt) eoRTSOVV Tt! Suy 

THyNe5 LIKE Houses A^JC> caK& . 





^liGArN.THE RESULT CAM Be A 
ESCESSJON—A FfeRlcC IVHBsJ TWE 

.AMouMT OP Gooos -anp Services 
THAT THE CDuNTEy FR^PUCes 
ACTUALLy PEC4-INES. 



71?0DUCmN OF COOOS AND S£RWC£S 




gw THE StJFPLy OF MOJey IN rue economy must G.B3W NEITHEF-TOO EftPlpLy NOR TOO 
SLOWLY, 6{JT AT A KATE THAT ^eepS THE VAUJE OF OUB. MONEy STABLE AM^ LEAPS 

TO STEADY eBoWTH (N THE ECONOMY. 




Klow PO we MA^^ Si-Jl^t i HAr THE U-S. MONEY 
SUPPLY (SEbWS AT THE Pie+IT KATE ? THAT^ "RfE JC6 
OF THE FETiEEAL (3ESEEVE SYSTEM, OP "THE FEP, " 
For SHOET; which CON&geSS gZEATeO in 1913. 




<l5^E PEP HAS A WUMBEE OF TboLS To 
(WFLLieNCE T(« GROWTH CF TWE MONEY 
SUPPLY. ONE IS CALLED " PCSERVE 
(^ESLHEeMENTS." 

Wm^SL. — 

IT RESERVE REQuiEe^E^isJTS' 




^£5£EwE (E&aui(?EMENTS Ajee THE PKJfWPTtONS 
OF THE DEFOSIIB TH^T BANKS M^JST KEEP OH 
HANP Af4l>Jifi£ NOT ALi-OWEP tt) LEND OUT. 



iC- TLic^ O^cir^c^ /c et:*- 



iidZKAr^xl' 



^jJ^EVER eofEa^WS THE *ft) FOSM THE BANIC 
(S UKELY To PEFteiT 'T IN A CHSCKING. 
ACCOUNT Too. TWAT pE^SON^ BANK CAl^ 



xup^M y cMr> iOj n 



<3-l°/ ^Tf; TU*: JO-J OK Jfl( . 



^HH=uGH THIS Fttx:es.S,THE BM4ICir4& SJ-STEM 
ACTUALLY CREATES MCTJEY. 



^' 



,^5^^ 



^ 



BANK 

n 



'loIIu^'' 






^^^ 



,MNK 



f^ 4a^ <=^ SWtU;/ - '^"^ 






; 




©y fT3 FbWEK TO SET THE UEVTEiL OF^ 
PESERve REQuiREMer^rrs, THE F=^EC> 
INFLueNCeS THE AMOUNT THAT &SNICS CAN 
L&IO our AND THE AMOUNT OF- MONFy THAT 
THE BAMKfN& SYSTBM CAN CfSeAT^. 




FK*CTlCe,TWe Pja^ceSS of lNFl-iJE^4crN& THG MDWey SuPPUy ISA aJMRJCATTED ONE.BOr ITiS 
OME TH^cr CCNGeeSS has C'ESKSNATGP the Fee to perform , H/HEN it \flJOKKS VVELL, THfe 
us. ECONOMY CAN BENeFIT F|Eto»v1 ITS FtoTeNTlAL TO €«:?«/ STBONSLy >aMP FtSOVIP-Er 
AMEKICANS WITH AOGQuATe JOBS AHP A H(©M STANDAEP OF uvihi&. 




Glossary 



Coincidence of wants - A situation in which two people each want what [he other wants to Hade, 
a condition necessary for barter to occur. 

Division of labor - An approach to production in which difTerenl workers specialize in different 
tasks to achieve savings. 

Economiei ofscale - The bencfil of lower per-unit costs thai result trom large-scale production. 

Federal Ruerve System - The central bank of the United States The System consists of the 
seven-person Board of Govcrtiors and 12 regional Federal Reserve Banks. 

Funglblllty - Interchangeability: money is fungible in that any dollar is interchangeable with any 

other dollar. 

Inflation - An increase in the general price level. 

Medium of exchange ~ An item thai Is generally accepted as payment for other items; money 
serves as the medium of exchange in our economy. 

Money supply - The amount of money in the economy: the U.S. money supply available for 
Immediate spending includes currency and checking accounts at depository institutions. 

Recession - A time period in which economic activity declines. 

Reserve requirements - The percentage of deposits that banks are required to keep either as cash 

or as deposits ai a Federal Reserve Bank, 

Sclf-iufficiency - The production by oneself of all the goods and services that one needs. 

Standard of value ~ An item used lo define the price or value of other items; money serves as the 
standard of value in our economy (see "Unit of account," below). 

Store of value - An item used to save, or to store, purchasing power for future use; the main store 
of value in our economy is money. 

Unitof account- A unit in terms of which the prices or values of goods and services are 
expressed; the dollar serves as the unit of account in our economy. 

For more information about 

New York Fed education 

programs, visit: 

www. newyorkfed.org/education 

To schedule a tour, go to: 
www. newy ork fe d . org/abo utth efed/ 

ny_tours.html 
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